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Dear Acting Chairman Quello,

Please consider implementing a small
the rules issued per the Cable Act
small operators will not survive.

cable system exemption for
of 1992. Without it, most

While we started in the business in 1964, we have built
ind i v idual small systems since 1976 serv i ng communities of 40,
200, 500, 600, and 2000 customers because t here were few
burdensome regulations and NO RATE REGULATION. Those towns
wanted Cable TV but did not rate regulatory responsibility. We
bought a system of 140 because it had no rate regulation. Yet
now, contrary to our agreement with the cities, we are faced with
regulation.

Did we ta ke un fa ir ad vant age of no rat e regulat ion? NO lOur
current rates are at or below the benchmark, if we calculated
them correctly so we are a GOOD ACTOR but we will have to
reduce converter & remote rents and drop extra outlet charges ­
for an actual loss of revenue. Your benchmark forces a revenue
reduction on virtually everyone, including GOOD ACTORS. Your
benchmark and our current per channel cost for our largest system
is 700/channel, yet in 1964, under local rate regulation, it was
$1.10/channel.

I asked Sandy Wilson how to calculate the benchmark after we drop
extra outlet revenue. Your worksheet makes us take into account
last year I s equipment revenue, which we will no longer have. She
could not answer the question - and said "send it to me".

Under the proposed FCC regulations, our small business serving 8
North Dakota towns will now have over 60 new "financial advisors"
(city council members & Mayors). We will be faced with 8
simultaneous monthly city council meetings. When you add up the
cost of the local regulation, the local regulator education,
local legal and account ing, plus a Wash ington attorney, a
Washington "cost of service" consultant or accounting firm, etc.,
it is very easy to see that small systems cannot afford this
regulatory maze, even it by some chance they unde,rstood what OrJwa,s
going on.
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Toda y we rece i ved not ice from local broadcast ers see ki ng
"ret ra nsmiss i on consent" • We will ha ve to work out some 20
di fferent agreements covering our systems. We do not have an
attorney on staff, I get to do all the negot iat ing. We are small
and have no leverage. Either pay what the broadcaster wants, or
drop the network signal ~ It appears our customers will see
either higher rates or the loss of some network signals. That
is not exactly consumer friendly.

Our rates, which were low, are frozen. Now the broadcasters
want a cut. You want us to lower converter rents, and drop extra
outlet cost, hire more staff, work longer hours, replace our
billing system, install a new phone system, attend endless local
council meetings, send a myriad of subscriber notices, raise our
install costs to the new HSC rate and put the up-front costs
out-of-reach of many of our customers, and somehow understand and
maybe present some kind of cost of service showing before a city
or before the FCC based on account ing records we don I t have.
When your gross basic revenue for a 40 sub system is under $800
per month, and an attorney wants $185 per hour, you know that
cost of service showings will never be done. Small systems are
economically frozen and will be left to die.

We stopped all line extensions this year. We canceled plans to
rebuild our systems, how do we pay for it? When we cannot
charge for extra outlets, we will be forced to shut off FM radio
service, as there is no way to recover our costs (plus now we
have to obtain consent from numerous radio broadcasters - more
paper work). We see no way to add the services the viewers want
now. Ala-carte will not work in a small system nor does
pay-per-view. There are no ways to recover lost revenues much
less try to reinvest.

Many years ago, the FCC used 3500 as a cut-off for small
systems. Based on our nearly 30 years experience, it is the
absolute minimum cut-off level needed to give relief. Without a
sma 11 sy stem exempt io n, small rural commun it ies will be left with
no cable television service. If no relief as promised by
Congress occurs quickly, privately held companies, the Mom &
Pops, the pioneers of the business, will last about 2 years
be fore be i ng closed down by the ir ba n ks or ex it ing t he bus i ness
at a fire-sale price.

We and other small cable system operators urge you to reconsider
and grant the maximum relief possible necessary for our very
survival.

~~
Roy A. Sheppard
President/Owner
cc: Senator Byron Dorgan

Senator Kent Conrad
Rep. Earl Pomeroy


